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AICPA 
The CPA. Never Underestimate The Value. 
April 16, 2001 
This exposure draft contains a number of important proposals for review and comment by the 
AICPA's membership and other interested parties regarding pronouncements for possible adoption 
by the Professional Ethics Executive Committee (the Committee). The text and an explanation of 
each proposed pronouncement are included in this exposure draft. 
After the exposure period is concluded and the Committee has evaluated the comments, the 
Committee may decide to publish one or more of the proposed pronouncements. Once published, 
the pronouncements become effective on the last day of the month in which they are published in 
the Journal of Accountancy, except as may otherwise be stated in the pronouncements. 
Your comments are an important part of the standard-setting process. Please take this opportunity 
to comment. While the Committee encourages comments on all matters addressed in this exposure 
draft, respondents are asked to specifically comment on the questions that appear at the end of this 
document. Responses must be received at the AICPA by July 16, 2001. All written replies to this 
exposure draft will become part of the public record of the AICPA and will be available for 
inspection at the offices of the AICPA after August 30, 2001, for a period of one year. 
All comments received will be considered by the Committee at an open meeting which is scheduled 
for August 9-10, 2001, at the AICPA New York office. 
Please send comments to Lisa A. Snyder, Director, AICPA Professional Ethics Division, Harborside 
Financial Center, 201 Plaza Three, Jersey City, NJ 07311-3881 or lsnyder@aicpa.org. 
Sincerely, 
James Curry Lisa A. Snyder 
Chair Director 
AICPA Professional Ethics AICPA Professional 
Executive Committee Ethics Division 
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PROPOSAL TO MODERNIZE THE AICPA INDEPENDENCE RULES TO AN 
"ENGAGEMENT TEAM-FOCUSED" APPROACH 
Significant transformations in society and business are driving changes to the profession's 
independence rules. A key development in the profession is its recent movement from a largely 
"firm-based" to a more "engagement team-focused" approach to independence. Independence 
standard-setters and regulators have embraced this new approach because it permits much-
needed modernization of the rules without sacrificing independence and objectivity. For 
example, the approach was included in the Securities and Exchange Commission's (SEC) 
recently adopted rule 2-01 revisions and in an exposure draft issued by the International 
Federation of Accountants (IFAC) to revise its Code of Ethics. The Independence Standards 
Board and the European Commission have similarly endorsed this approach. 
Some of the compelling reasons for modernization of the profession's independence rules are as 
follows: 
• Dual income families have become the norm. 
• Incidences of spouses of firm professionals employed in high-level management positions 
with clients—once relatively rare—have increased significantly. 
• More companies use stock options as an important form of employee compensation. 
• More people have their wealth tied up in the stock market today than ever before. 
• Companies have become global entities to a far greater degree due to mergers and 
acquisitions between U.S. and international entities in recent years. 
• Professionals are increasingly mobile due to technological advances and more flexible 
work arrangements. 
In February 2000, the Committee formed a task force to evaluate rule 101, Independence 
(AICPA, Professional Standards, vol. 2, ET sec. 101), of the AICPA Code of Professional 
Conduct (the Code) to determine how an engagement team-focused approach to independence 
should be incorporated into the Code. The first objective of the initiative was to evaluate and 
propose revisions to the broad-based Interpretations pertaining to financial, business, and family 
relationships that affect independence. This exposure draft comprises such proposals, which in 
summary, propose revision of ET section 92, Definitions (AICPA, Professional Standards, vol. 
2, ET sec. 92); expansion of Interpretation 101-1, "Interpretation of Rule 101," of ET section 
101, Independence (AICPA, Professional Standards, ET sec. 101.02); deletion or revision of 
select rulings under ET section 191; deletion of Interpretation 101-9, "The Meaning of Certain 
Independence Terminology and the Effect of Family Relationships on Independence," of ET 
section 101 (AICPA, Professional Standards, vol. 2, ET sec. 101.11); and revision of 
Interpretation 101-11, "Independence and the Performance of Professional Services Under the 
Statements on Standards for Attestation Engagements and Statement on Auditing Standards No. 
75, Engagements to Apply Agreed-Upon Procedures to Specified Elements, Accounts, or Items of 
a Financial Statement" (ET sec. 101.13). 
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In addition, the Committee has assessed the probable impact of these broad-based proposals on 
other independence provisions in the Code and, once this exposure process has concluded, shall 
editorially revise these other Interpretations and Rulings under rule 101 to conform them to the 
final pronouncements. 
The Committee's proposal contained herein to modernize the AICPA independence rules 
carefully considered newly adopted SEC rules in an effort to harmonize the two sets of rules to 
the extent possible. An analysis of how the AICPA proposal compares to the SEC rules, along 
with other background information related to this initiative, is available at 
http://www.aicpa.org/members/div/ethics/independence.htm. 
In cases where the AICPA and SEC rules differ, the member is required to comply with the more 
restrictive rule. (This is also true with respect to any other regulations or professional standards 
with which the member must comply.) Although there are a few instances where the AICPA 
proposal is less restrictive than that of the SEC, there is one instance where the AICPA proposal 
may be considered to be more restrictive. Specifically, Interpretation 101-1 indicates that an 
independence impairment exists where an individual who participates in the attest engagement 
knows that his or her close relative (parent, sibling, or a nondependent child) has a material 
financial interest in the attest client. 
Lastly, the Committee highly recommends that readers view a specially prepared video Web cast 
that provides an overview of the proposed rules and describes this initiative and why it was 
undertaken. The video also includes testimonials of professionals involved in the AICPA, SEC, 
and IFAC standard-setting processes. This video Web cast may be viewed at 
http://www03.activate.net/aicpa/modern/010416/registration.asp. 
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PROPOSED REVISION OF ET SECTION 92 
DEFINITIONS 
[Explanation] 
In connection with the AICPA initiative to modernize the profession's independence rules, set forth 
in the AICPA Code of Professional Conduct (the Code), the Professional Ethics Executive 
Committee (the Committee) is proposing several new and revised definitions in ET section 92, 
Definitions (AIPCA, Professional Standards, vol. 2, ET sec. 92), for the following terms: attest 
engagement, attest engagement team, close relative, covered member, firm, immediate family, 
individual in a position to influence the attest engagement, key position, manager, office, partner, 
and significant influence. In addition, the Committee proposes moving certain definitions contained 
in Interpretations and Rulings into ET section 92 so users would find it easier to locate the meaning 
of various terms used throughout the Code. Specifically, the definitions of joint closely held 
business investment, loan, and period of the professional engagement would be moved to ET section 
92, and an editorial revision would be made to delete the definitions where they appear in the 
applicable Interpretation or Ruling. For example, the Committee is proposing the deletion of Ethics 
Ruling No. 80, "The Meaning of a Joint Closely Held Business Investment," of ET section 191, 
Ethics Rulings on Independence, Integrity, and Objectivity (AICPA, Professional Standards, ET sec. 
191.160-.161) as a result of this revision. The Committee is also proposing the deletion of the term 
enterprise because the term as used in Interpretation 101-1, "Interpretation of Rule 101," of ET 
section 101, Independence (AICPA, Professional Standards, ET sec. 101.02), has been replaced with 
client. 
Please note that the only definitions that appear below are those that are being added, revised, or 
deleted. For other definitions appearing in ET section 92, please refer to the AICPA Code of 
Professional Conduct, available at: http://www.aicpa.org/about/code/def92.htm. 
[Text of Proposed Revision to ET section 92]1 
Attest engagement. An attest engagement is an engagement that requires independence as defined 
in AICPA Professional Standards. 
Attest engagement team. The attest engagement team consists of individuals participating in the 
attest engagement, including those who perform concurring and second partner reviews. The attest 
engagement team includes all employees and contractors retained by the firm who participate in the 
attest engagement, irrespective of their functional classification (for example, audit, tax or 
management consulting services) except specialists as discussed in SAS No. 73, Using the Work of 
1Strike-through denotes proposed deletions to current text. Proposed new language is in italic. 
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a Specialist [AU section 336] and individuals who perform only routine clerical functions, such as 
word processing and photocopying. 
Close relative. A close relative is a parent, sibling, or nondependent child. 
Covered member. A covered member is: 
a. An individual on the attest engagement team; 
b. An individual in a position to influence the attest engagement; 
c. A partner or manager who provides nonattest services to the attest client beginning 
once he or she provides ten hours of nonattest services to the client within any fiscal 
year and ending on the later of the date (i) the firm signs the report on the financial 
statements for the fiscal year during which those services were provided or (ii) he or 
she no longer expects to provide ten or more hours of nonattest services to the attest 
client on a recurring basis; 
d. A partner in the office in which the lead attest engagement partner primarily 
practices in connection with the attest engagement; 
e. The firm, including the firm's employee benefit plans; or 
f An entity whose operating, financial, or accounting policies can be controlled (as 
defined by generally accepted accounting principles (GAAP) for consolidation 
purposes) by any of the individuals or entities described in (a) through (e) or by two 
or more such individuals or entities if they act together. 
Enterprise. (This replaces the previous definition of "Enterprise" at paragraph .03.) For purposes 
of this Code , the term "enterprise" is synonymous with the term "client." 
Firm. A firm is a A form of organization permitted by state law or regulation whose characteristics 
conform to resolutions of the Council of the American Institute of Certified Public Accountants that 
is engaged in the practice of public accounting, including the individual owners thereof Except for 
purposes of applying rule 101, Independence, the firm includes the individual partners thereof. 
Immediate family. Immediate family is a spouse, spousal equivalent, or dependent (whether or not 
related). 
Individual in a position to influence the attest engagement. An individual in a position to influence 
the attest engagement is one who: 
a. Evaluates the performance or recommends the compensation of the attest 
engagement partner; 
b. Directly supervises or manages the attest engagement partner, including all 
successively senior levels above that individual through the firm's chief executive; 
c. Consults with the attest engagement team regarding technical or industry-specific 
issues related to the attest engagement; or 
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d. Provides quality control of, or other oversight of, the attest engagement, including 
internal monitoring. 
Joint closely held business investment. A joint closely held business investment is a business 
investment that is subject to control (as defined by GAAP for consolidation purposes) by the 
member, the client, the client's officers or directors, or any stockholder who has the ability to 
exercise significant influence over the client, individually or in any combination. 
Key position. A key position is a position in which an individual: 
a. Has primary responsibility for accounting functions that support material components 
of the financial statements; 
b. Has primary responsibility for the preparation of the financial statements; or 
c. Has the ability to exercise influence over the contents of the financial statements, such 
as when the person is a member of the board of directors or similar governing body, 
chief executive officer, president, chief financial officer, chief operating officer, general 
counsel, chief accounting officer, controller, director of internal audit, director of 
financial reporting, treasurer, or any equivalent position. 
Loan. A loan is a financial transaction, the characteristics of which generally include, but are not 
limited to, an agreement that provides for repayment terms and a rate of interest. A loan includes, 
but is not limited to, a guarantee of a loan, a letter of credit, a line of credit, or a loan commitment. 
Manager. A manager is a professional employee of the firm who has either of the following 
responsibilities: 
a. Continuing responsibility for the overall planning and supervision of engagements 
for specified clients. 
b. Authority to determine that an engagement is complete subject to final partner 
approval if required. 
Office. An office is a reasonably distinct subgroup within a firm, whether constituted by formal 
organization or informal practice, where personnel who make up the subgroup generally serve the 
same group of clients or work on the same categories of matters. Substance should govern the office 
classification. For example, the expected regular personnel interactions and assigned reporting 
channels of an individual may well be more important than an individual's physical location. 
Partner. A partner is a proprietor, shareholder, equity or non-equity partner or any individual who 
assumes the risks and benefits of firm ownership or who is otherwise held out by the firm to be the 
equivalent of any of the aforementioned. 
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Period of the professional engagement. The period of the professional engagement starts when a 
member begins to perform an attest engagement for a client. The period lasts for the entire duration 
of the professional relationship (which could cover many periods) and ends with the formal or 
informal notification, either by the member or the client, of the termination of the professional 
relationship or by the issuance of a report, whichever is later. Accordingly, the period does not end 
with the issuance of a report and recommence with the beginning of the following year's attest 
engagement. 
Significant influence. An individual has significant influence over an entity if he or she meets 
the criteria established in Accounting Principles Board Opinion No. 18, The Equity Method of 
Accounting for Investments in Common Stock, and its interpretations [AC section 18] to 
determine the ability of an investor to exercise significant influence with respect to the entity. 
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PROPOSED REVISION OF INTERPRETATION 101-1 
UNDER RULE 101 
[Explanation] 
In connection with the AICPA initiative to modernize the profession's independence rules, the 
Professional Ethics Executive Committee (the Committee) is proposing the following revisions of 
Interpretation 101-1, "Interpretation of Rule 101," of ET section 101, Independence (AICPA, 
Professional Standards, ET sec. 101.02). The Interpretation addresses (1) broad-based proscriptions 
regarding financial, employment, and business relationships; (2) application of the rules to former 
employees or members of management of a client; (3) application of the rules to immediate family 
members; (4) application of the rules to close relatives; and (5) other considerations. 
[Text of Proposed Revision of Interpretation 101-I] 
Independence shall be considered to be impaired if, for example, a member had any of the following 
transactions, interests, or relationships: 
A. During the period of a the professional engagement2 or at the time of expressing 
an opinion, a covered member or a member's firm 
1. Had or was committed to acquire any direct or material indirect financial 
interest in the enterprise client. 
2. Was a trustee of any trust or executor or administrator of any estate if such 
trust or estate had or was committed to acquire any direct or material indirect 
financial interest in the enterprise client. 
3. Had any material joint, closely held business investment with the enterprise 
or with client, any officer, or director of the client, or any principal 
stockholders thereof who has the ability to exercise significant influence 
over the client that was material in relation to the member's net worth or to 
the net worth of the member's firm. 
4. Had any loan to or from the enterprise client, or any office, or director of the 
client, or any principal stockholder of the enterprise who has the ability to 
exercise significant influence over the client, except as specifically permitted 
in Interpretation 101-5 [ET section 101.07]. 
B. During the period of the professional engagement, a partner or professional 
employee of the firm or his or her immediate family (either individually or acting 
together) had a financial interest that resulted in the ability to exercise significant 
influence over the client. 
2
 Terms that appear in bold are defined in ET section 92. 
B C During the period covered by the financial statements, or during the period of the 
professional engagement, or at the time of expressing an opinion, a covered member 
or a member's firm, a partner in the firm, or a professional employee in the office 
in which the lead attest engagement partner primarily practices in connection with 
the attest engagement was also associated with the client as a(n) 
1. Director, officer, or employee, or in any capacity equivalent to that 
of a member of management; 
2. Promoter, underwriter, or voting trustee; or 
3. Trustee for any pension or profit-sharing trust of the client. 
1-. Was connected with the enterprise as a promoter, underwriter or voting 
trustee, as a director, officer, or employee, or in any capacity equivalent to that of 
a member of management. 
2.. Was a trustee for any pension or profit sharing trust of the enterprise. 
The above examples are not intended to be all inclusive. 
The period of a professional engagement starts when the member begins to perform any 
professional services requiring independence for an enterprise, lasts for the entire duration of the 
professional relationship, which could cover many periods, and ends with the formal or informal 
notification of the termination of the professional relationship either by the member, by the 
enterprise, or by the issuance of a report, whichever is later. Accordingly, the professional 
engagement docs not end with the issuance of a report and recommence with the signing of the 
following year's engagement. 
Application of the Independence Rules to Covered Members Formerly Employed by or 
Associated with a Client 
Independence would be considered to be impaired if a former officer, director, or employee of a 
client, or an individual formerly associated with the client as a promoter, underwriter, voting 
trustee, or trustee for a pension or profit-sharing trust of the client were an individual in a position 
to influence the attest engagement or participated on the attest engagement team for the client 
covering any period during his or her former employment or association with that client. 
If the individual who was formerly employed by or associated with the client is a partner or manager 
who provides ten or more hours of nonattest services to the client or a partner in the office in which 
the lead attest engagement partner primarily practices in connection with the attest engagement, 
independence would not be considered to be impaired provided he or she: 
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1. Ceases to participate 3 in all employee benefit plans sponsored by the client, unless the client 
is legally required to allow the individual to participate in the plan (for example, COBRA) 
and the individual pays 100 percent of the cost of participation on a current basis. 
2. Liquidates or transfers all vested benefits in the client's defined benefit plans, defined 
contribution plans, deferred compensation plans and other similar arrangements at the 
earliest possible date. If liquidation or transfer cannot be accomplished immediately, 
independence would not be considered to be impaired solely because of an inability to 
immediately liquidate or transfer due to either of the following situations: 
• The individual is unable to complete a timely liquidation or transfer due solely to 
the administrative requirements of the plan (for example, certain plans may only 
permit payments on a quarterly or semiannual basis, or upon attaining a certain 
age.) 
• A penalty 4 significant to the benefits is imposed upon liquidation or transfer. 
Application of the Independence Rules to a Covered Member's Immediate Family 
Except as stated in the following paragraph, a covered member's immediate family is subject to 
rule 101 [ET section 101.01], its Interpretations and Rulings. 
The exceptions are that independence would not be considered to be impaired solely as a result 
of the following: 
1. An individual in a covered member's immediate family was employed by the client in a 
position other than a key position. 
2. In connection with his or her employment, an individual in the immediate family of one of 
the following covered members participated in a retirement, savings, compensation or 
similar plan that is sponsored by a client or that invests in a client (provided such plan is 
normally offered to all employees in similar positions): 
a. A partner or manager who provides ten or more hours of non-attest services to 
the client; or 
b. Any partner in the office in which the lead attest engagement partner primarily 
practices in connection with the attest engagement. 
Application of the Independence Rules to Close Relatives 
Independence would be considered to be impaired if— 
3
 See Ethics Ruling No. 107, "Participation in Health and Welfare Plan of Client" [ET section 191.214 through 
.215], for instances in which participation was the result of permitted employment of the individual's spouse or 
spousal equivalent. 
4
 A penalty includes an early withdrawal penalty levied under the tax law but excludes other income taxes that would 
be owed or market losses that may be incurred as a result of the liquidation or transfer 
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1. An individual participating on the attest engagement team has a close relative who had 
a. A key position with the client, or 
b. A financial interest in the client that: 
(i) Was material to the close relative and of which the individual has 
knowledge; or 
(ii) Enabled the close relative to exercise significant influence over the client. 
2. An individual in a position to influence the attest engagement or any partner in the office 
in which the lead attest engagement partner primarily practices in connection with the 
attest engagement has a close relative who had 
a. A key position with the client; or 
b. A financial interest in the client that: 
(i) Was material to the close relative and of which the individual or partner 
has knowledge; and 
(ii) Enabled the close relative to exercise significant influence over the client. 
Other Considerations 
It is impossible to enumerate all circumstances in which the appearance of independence might be 
questioned. Members should consider whether personal and business relationships between the 
member and the client or an individual associated with the client would lead a reasonable person 
aware of all the relevant facts to conclude that there is an unacceptable threat to the member's and 
the firm's independence. 
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PROPOSED DELETION OF INTERPRETATION 101-9 
UNDER RULE 101 
[Explanation] 
In connection with the AICPA initiative to modernize the profession's independence rules, the 
Professional Ethics Executive Committee (the Committee) proposes that Interpretation 101-9, "The 
Meaning of Certain Independence Terminology and the Effect of Family Relationships on 
Independence," of ET section 101, Independence (AICPA, Professional Standards, vol. 2, ET sec. 
101.11), be deleted and that various components of the Interpretation be incorporated into other 
sections of the Code (that is, ET section 92, Definitions [AICPA, Professional Standards, vol. 2, ET 
sec. 92], and Interpretation 101-1, "Interpretation of Rule 101" of ET section 101, Independence 
(AICPA, Professional Standards, vol. 2, ET sec. 101.02]). 
For example, the Committee proposes that the term member or member's firm be revised to covered 
member and be defined consistent with the proposed engagement team-focused approach to 
independence. Likewise, the meanings of managerial position and significant influence would be 
revised and incorporated into the Code as definitions. (See "Proposed Revision of ET Section 92— 
Definitions" on page 6.) The meaning of office participating in a significant portion of the 
engagement would be deleted because it would not be relevant in the proposed engagement team-
focused approach to independence. 
In addition, the literature on spouses and dependent persons, nondependent close relatives, and 
other considerations would be revised and incorporated into Interpretation 101-1. Finally, the 
Committee proposes that provisions pertaining to former association with a client as an employee 
or member of management, as revised, be incorporated into Interpretation 101-1. (See "Proposed 
Revision of Interpretation 101-1 Under Rule 101," on page 10.) 
[Text of Proposed Deletion of Interpretation 101-9] 
Interpretation 101 9: The Meaning of Certain Independence Terminology and the Effect of 
Family Relationships on Independence 
This interpretation defines certain terms used in interpretation 101 1 [ET section_101.02] and, in 
doing so, also explains how independence may be impaired through certain family relationships. 
Member or Member's Firm 
A member (as used in rule 101 [ET section 101.01]) and a member or a member's firm (as used in 
interpretation 101 1 [ET section_101.02]) include 
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1.—The member's firm and its proprietors, partners, or shareholders. A member's firm is defined 
as a form of organization permitted by state law or regulation whose characteristics conform 
to resolutions of Council that is engaged in the practice of public accounting, including the 
individual owners thereof. 
2.—All individuals7 participating in the engagement, except those who perform only routine 
clerical functions, such as typing and photocopying. 
3.—All individuals8 with a managerial position located in an office participating in a significant 
portion of the engagement. 
4.—Any entity (for example, a partnership, corporation, trust, joint venture, or pool) whose 
operating, financial, or accounting policies can be controlled (see definition of control for 
consolidation purposes in Financial Accounting Standards Board [FASB] Statement No. 94 
[AC section C51]) by one or more of the persons described in (1) through (3) or by two or 
more such persons if they choose to act together. 
5.—All individuals who provide services to clients and are associated with the client in any 
capacity described in interpretation 101 1B [ET section 101.02], if the individuals8-are 
located in an office participating in a significant portion of the engagement. 
A member or a member's firm does not include an individual solely because he or she was formerly 
associated with the client in any capacity described in interpretation 101 1B [ET section 101.02], if 
the individual8 has disassociated himself or herself from the client and does not participate in the 
engagement requiring independence for the client covering any period of his or her association with 
the client. For all other firm clients, such individuals should immediately comply with rule 101 and 
its interpretations and rulings in the performance of any services requiring independence. 
The following actions should be taken by an individual!)9 to disassociate from the client prior to 
7 Refers to all employees of the member and all contractors retained by the member, except specialists as discussed in SAS No. 73 [AU 
section 336], irrespective of their functional classification (for example) audit „ tax, or management consulting services). 
8 Refers to all employees of the member and all contractors retained by the member, except specialists as discussed in SAS No. 73 [AU 
section 336], irrespective of their functional classification (for example, audit, tax, or management consulting services). 
9 Except for financial reporting entity's gencral purpose financial statement, which is defined within the text of this interpretation, certain 
terminology used throughout the interpretation is specifically defined by the Governmental Accounting Standards Board. 
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becoming a member through employment, ownership, or merger so that the member or member's 
firm's independence will not be impaired with respect to such client. 
1. Terminate any relationship with the client as described under interpretation 101 1B [ET section 
101.02]. 
2. Dispose of any direct or material indirect financial interest in the client. 
3.—Collect or repay all loans to or from the client unless specifically permitted or grandfathered 
under interpretation 101 5 [ET section 101.07]. 
4.—Cease active participation in and withdraw from health or welfare plans sponsored by the client, 
unless the client is legally required to allow the member to participate in the plan (for example, 
COBRA) and the member pays 100 percent of the premiums on a current basis. 
5.—Cease making contributions to any benefit plans sponsored by the client, other than those 
identified in item 4 above, and terminate any management or trustee relationships with any of 
the benefit plans sponsored by the client. 
6.—Liquidate or transfer all vested benefits in the client's defined benefit plans, defined contribution 
plans, deferred compensation and other similar arrangements, at the earliest possible date. When 
the right of possession does not exist, independence of the member's firm would not be 
considered to be impaired, provided that the member does not participate in the engagement. The 
right of possession is not considered to exist if cither of the following occur: 
—A penalty significant to the benefits is imposed upon liquidation or transfer. 
—The member is unable to complete a timely liquidation or transfer due solely to the 
administrative requirements of the plan (for example, certain plans may only permit 
payments on a quarterly or semiannual basis, or upon attaining a certain age.) 
Managerial Position 
The organization of firms varies; therefore, whether an individual has a managerial position depends 
on his or her responsibilities and how he or she or the position itself is held out to clients and third 
parties. The following are some, but not necessarily all, of the responsibilities that suggest that an 
individual has a managerial position: 
1.—Continuing responsibility for the overall planning and supervision of engagements for specified 
clients 
2.—Authority to determine that an engagement is complete subject to final partner approval if 
required 
3.—Responsibility for client relationships (for example, negotiating and collecting fees for 
engagements and marketing the firm's services) 
4.—Existence of profit sharing as a significant feature of total compensation 
5. Responsibility for overall management of the firm, development, or establishment of firm 
policies on technical matters, and implementation of or compliance with the following five 
elements of quality control: 
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a. Independence, integrity and objectivity 
b. Personnel management 
c. Acceptance and continuation of clients and engagements 
d. Engagement performance 
c. Monitoring 
Significant Influence 
A person or entity can exercise significant influence over the operating, financial, or accounting 
policies of another entity if for example, the person or entity 
1.—Is connected with the entity as a promoter, underwriter, voting trustee, general partner or director 
(other than an honorary director as defined in the AICPA Code of Professional Conduct), 
2. Is connected with the entity in a policy making position related to the entity's primary operating, 
financial, or accounting policies, such as chief executive officer, chief operating officer, chief 
financial officer, or chief accounting officer. 
3.—Meets the criteria established in Accounting Principles Board Opinion No. 18, The Equity 
Method of Accounting for Investments in Common Stock, [AC section I82], and its interpretations 
to determine the ability of an investor to exercise such influence with respect to an entity. 
The foregoing examples are not necessarily all inclusive-
Office Participating in a Significant Portion of the Engagement 
An office would be considered to be participating in a significant portion of an engagement if the 
office had primary client responsibility for a multioffice engagement. In addition, professional 
judgment must be exercised in deciding whether any other office participates in a significant portion 
of a multioffice engagement. For example, an office would be considered to be participating in a 
significant portion of the engagement if the office's engagement hours or fees are material to total 
engagement hours or fees or if the office's responsibility for reporting, whether internally or 
externally, on a portion of the engagement relates to a material amount of assets or income (loss) 
before income taxes of the client. 
The foregoing examples are not necessarily inclusive of all the situations in which an office may be 
considered to be participating in a significant portion of the engagement-
Spouses and Dependent Persons 
Except as stated in the following paragraph, the term member includes spouses (whether or not 
dependent) and dependent persons (whether or not related) for all purposes of complying with rule 
101 [ET section 101.01]. 
The exception is that the independence of the member and the member's firm will not normally be 
impaired solely as a result of the employment of a spouse or dependent person by a client subject to 
the following conditions: 
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1.—Independence would be considered to be impaired if a spouse or dependent person of one of the 
following has a position with the client that allows significant influence over the client's 
operating, financial, or accounting policies: 
a. An individual participating in the engagement 
b. A proprietor, partner, or shareholder who 
i. is located in an office participating in a significant portion of the engagement; or 
ii. has the ability to exercise influence over the engagement; or 
iii. has any involvement with the engagement (for example, consultation on accounting or 
auditing issues) 
2. Independence will be considered to bo impaired if a spouse or dependent person of an individual 
participating in the engagement has a position with the client involving activities that are audit 
sensitive (even though the position is not one that allows significant influence). 
In general, a person's activities would be considered audit sensitive if such activities are normally 
an element of or subject to significant internal accounting controls. For example, the following 
positions, which are not intended to bo all inclusive, would normally be considered audit sensitive: 
cashier; internal auditor; accounting supervisor; purchasing agent; or inventory warehouse 
supervisor. 
Nondependent Close Relative 
The term member or member's firm excludes nondependent close relatives of the persons described 
in (1) through (3) of that definition. Nevertheless, in the circumstances discussed below the 
independence of a member or a firm can be impaired because of a nondependent close relative. 
Close relatives are nondependent children,—grandchildren—stepchildren, brothers,—sisters, 
grandparents, parents, parents in law and their respective spouses. Close relatives do not include the 
brothers and sisters of the member's spouse. 
The independence of a member's firm would be considered to bo impaired with respect to an 
enterprise if 
1.—During the period of the professional engagement or at the time of expressing an opinion, an 
individual participating in the engagement has a close relative with a financial interest in the 
enterprise that was material to the close relative and of which the individual participating in 
the engagement has knowledge. 
2.—During the period covered by the financial statements, during the period of the professional 
engagement, or at the time of expressing an opinion 
a. An individual participating in the engagement has a close relative who could exercise 
significant influence over the operating, financial, or accounting policies of the enterprise or 
who is otherwise employed in a position in which the person's activities are audit sensitive, 
or 
b. A proprietor, partner, or shareholder any one of whom is located in an office participating 
in a significant portion of the engagement, has a close relative who could exercise significant 
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influence over the operating, financial, or accounting policies of the enterprise. 
Other Considerations 
Members must be awarc that it is impossible to enumerate all circumstances wherein the appearance 
of a member's independence might bo questioned by third parties. For example, a member's 
relationship with a cohabitant may be equivalent to that of a spouse. In addition, in situations 
involving assessment of the association of any relative or dependent person with a client, members 
must consider whether the strength of personal and business relationships between the member and 
the relative or dependent person, in conjunction with the specified association with the client, would 
lead a reasonable person aware of all the facts, who took into consideration normal strength of 
character and normal behavior under such circumstances, to conclude that the situation poses an 
unacceptable threat to the member's objectivity and appearance of independence. 
[Replaces previous interpretation 101 9, The Meaning of Certain Independence Terminology and the Effect of Family Relationships on 
Independence, November 1993, effective November 30, 1993.] 
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PROPOSED REVISION OF INTERPRETATION 101-11 
UNDER RULE 101 
[Explanation] 
In connection with the AICPA initiative to modernize the profession's independence rules, the 
Professional Ethics Executive Committee (the Committee) is proposing revision of Interpretation 
101-11, "Independence and the Performance of Professional Services Under the Statements on 
Standards for Attestation Engagements and Statement on Auditing Standards No. 75, Engagements 
to Apply Agreed-Upon Procedures to Specified Elements, Accounts, or Items of a Financial 
Statement," of ET section 101, Independence (AICPA, Professional Standards, vol. 2, ET sec. 
101.13), which would permit a modified application of rule 101 when performing certain 
engagements under the Statements on Standards for Attestation Engagements (SSAEs) that are 
restricted to identified parties. Interpretation 101-11 currently permits such engagements to be, to 
a degree, performed under an engagement team-focused approach to independence. A revision to 
Interpretation 101-11 that endorsed a "threats and safeguards" approach to independence and 
proposed expansion of the engagement team to include those who can influence the engagement was 
exposed to the membership for comment on April 15, 2000; however, the Committee agreed to defer 
adoption of such revisions pending the Committee's broader modernization effort. 
The Committee believes that the Interpretation, as revised, is appropriate because it better matches 
the independence requirements to the threats to independence for these engagements. Those threats 
are significantly less than the threats that may arise for other attest engagements (for example, audits 
of financial statements) due to the nature of these engagements, their subject matter, and the 
restricted use of the reports. For example— 
• Restricted-use reports are expressly limited for use by persons who participate in establishing 
the nature and scope of the attest engagement or the criteria against which an assertion will 
be evaluated. As a result, those persons are very knowledgeable about the subject matter, 
scope of services, the limitations of the engagement, and the degree to which the report may 
be relied upon. 
• While a financial statement audit involves assessment of a broad range of transactions and 
events that affect an entity (for example, the auditor's opinion applies to the entity's financial 
statements taken as a whole), attest engagements involving restricted-use reports are 
generally limited in terms of the transactions or events that constitute the subject matter of 
the report. 
Accordingly, the Committee's proposed revision permits a modified application of rule 101 for such 
engagements. For instance, only certain covered members—those participating on the engagement 
and certain individuals in a position to influence the engagement—are required to comply with rule 
101 and all its Interpretations and Rulings. In addition, firms are prohibited from having material 
financial relationships with a responsible party (as opposed to any financial relationship). Last, firms 
providing nonattest services to a responsible party that are proscribed under Interpretation 101-3, 
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"Performance of Other Services" (ET sec. 101.05), but unrelated to the subject matter of the attest 
engagement would generally be considered to be independent. 
It is important to note that the Committee does not believe that this Interpretation may be applied in 
performing an examination or review engagement under the SSAEs. 
[Text of Proposed Revision of Interpretation 101-11] 
Interpretation 101-11: Modified Application of Rule 101 for Certain Engagements to 
Issue Restricted-Use Reports Independence and the Performance of Professional 
Services Under the Statements on Standards for Attestation Engagements and 
Statements on Auditing Standards No. 75, Engagements to Apply Agreed Upon 
Procedures to Specified Elements, Accounts, or Items of a Financial Statement 
Rule 101, Independence [ET section 101.01], and its interpretations and rulings apply to all 
attest engagements. However, for purposes of performing engagements to issue reports under 
the Statements on Standards for Attestation Engagements5 that are restricted to identified 
parties, only the following covered members, and their immediate families, are required to be 
independent with respect to the responsible party6 in accordance with rule 101 and its 
interpretations and rulings: 
• Individuals participating on the attest engagement team; 
Individuals who directly supervise or manage the attest engagement partner; and • 
• Individuals who consult with the attest engagement team regarding technical or industry-
specific issues related to the attest engagement. 
In addition, independence would be considered to be impaired if the firm had a financial 
relationship covered by Interpretation 101-1A [ET section 101.02] with the responsible party 
that was material to the firm. 
In cases where the firm provides non-attest services to the responsible party that are proscribed 
under Interpretation 101-3 [ET section 101.05] and that do not directly relate to the subject 
matter of the attest engagement, independence would generally not be considered to be 
impaired. 
In circumstances where the individual or entity that engages the firm is not the responsible party 
or associated with the responsible party, individuals on the attest engagement team need not be 
independent of the individual or entity, but should consider their responsibilities under 
5This interpretation does not apply to an examination or review engagement performed under the Statements on 
Standards for Attestation Engagements (SSAEs). 
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6
 As defined in the SSAEs. 
Interpretation 102-2 [ET section 102.03] with regard to any relationships that may exist with 
the individual or entity that engages them to perform these services. 
This interpretation does not apply to an engagement performed under the Statements on Auditing 
Standards or Statements on Standards for Accounting and Review Services, or to an examination 
or review engagement performed under the Statements on Standards for Attestation 
Engagements. 
Introduction 
Rule 101, Independence [ET section 101.01], provides that "a member in public practice 
shall be independent in the performance of professional services as required by standards 
promulgated by bodies designated by Council." The Statement on Standards for Attestation 
Engagements, Attestation Standards [AT section 100], and Statement on Auditing Standards 
No. 1, section 220, Independence [AU section 220], require independence in the performance 
of engagements covered by those standards. Rule 101 [ET section 101.01] and its 
interpretations and rulings provide guidance in determining whether or not a member is 
independent. 
[Definitions] 
Assertion. Any declaration, or a set of related declarations taken as a whole, by a party 
responsible for it. 
Subject Matter of on Engagement. Any attribute or subset of attributes referred to or 
contained in an assertion that may in and of itself constitute an assertion. 
Responsible Party. The person(s) or entity responsible for an assertion or the subject matter 
of an assertion; or a specified element, account, or item of a financial statement that is the 
specific subject matter of the engagement. 
Engagement. An engagement in which a member or member's firm is engaged to or docs 
issue a written communication that expresses a conclusion about the reliability of a written 
assertion; or an engagement in which a member is engaged to or does issue a report of 
findings based on specific procedures performed on the specific subject matter of specified 
elements, accounts, or items of a financial statement. 
Engagement Team. Includes owners, partners, and shareholders of a firm who participate 
in the acceptance or performance of the engagement and full or part time professional 
employees who participate in the acceptance or the performance of the engagement, 
including individuals who provide consultation or supervisory sendees for the engagement-
Firm. Any organization permitted by state law or regulation to engage in the practice of 
public accounting whose characteristics conform to resolutions of [the AICPA] Council [ET 
appendix B] of which an individual on the engagement team is an owner, partner, 
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shareholder, or employee; but does not include owners, partners, shareholders, or employees 
as individuals. 
[Applicability] 
This interpretation applies only to engagements performed under the Statements on Standards 
for Attestation Engagements and Statement on Auditing Standards No. 75, Engagements to 
Apply Agreed Upon Procedures to Specified Elements, Accounts, or Items of a Financial 
Statement [AU section 622], when the report issued states that its use is to be restricted to 
identified parties and the member reasonably expects that the report will be restricted to 
those parties.12 
This interpretation does not apply to engagements covered by the Statements on Standards 
for Attestation Engagements or Statement on Auditing Standards No. 75, Engagements to 
Apply Agreed Upon Procedures to Specified Elements, Accounts, or Items of a Financial 
Statement [AU section 622], when the report issued does not state that its use is to be 
restricted to identified parties, nor does it apply to engagements requiring independence 
under other standards promulgated by bodies designated by Council. In all other 
circumstances, independence in accordance with rule 101 [ET section 101.01] and its 
interpretations and rulings would apply. 
Interpretation 
Independence will bo considered to be impaired if, during the period of the engagement or 
at the time the written communication is issued— 
1. An individual on the engagement team or his or her spouse, dependent, or firm has 
a relationship with the responsible party that is proscribed by interpretation 101 1 
[ET section 101.02] of rule 101 [ET section 101.01]. 
2.—An individual on the engagement team has a nondependent close relative"13 who has 
either a position of significant influence with, or a financial interest material to the 
close relative in the responsible party. 
3. An owner, partner, or shareholder of the firm who is located in an office participating 
in a significant portion of the engagement, or the spouse or dependent of such an 
owner, partner, or shareholder, has either a position of significant influence with, 
or a financial interest material to such person in the responsible party. 
12 Reports restricted on use in compliance with the applicability section of this interpretation continue to be restricted even when made 
a matter of public record. 
13 For purposes of this interpretation, this term shall mean the same as in interpretation 101 9, "The Meaning of Certain Independence 
Terminology and the Effect of Family Relationships on Independence" [ET section 101.11]. 
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4. The- firm, an individual on the engagement team (or his or her spouse or dependent), 
or an owner, partner, or shareholder in an office performing a significant portion of 
the engagement, contributed to the development of the subject matter of the 
engagement or stands to gain financially directly from the outcome of the 
engagement. 
5.—An individual on the engagement team knows or could reasonably be expected to 
know that any owner, partner, or shareholder located in other offices of the firm (a) 
contributed to the development of the subject matter of the engagement or stands to 
gain financially directly from the outcome of the engagement or (b) has a position of 
significant influence14 with the responsible party. 
In determining whether a relationship with a responsible party is one that is proscribed under 
interpretation—101 1—[ET-—section—101.02],—the—following—guidance—is—provided: 
—Interpretation—101 6,—"The Effect of Actual—or Threatened Litigation—on 
Independence" [ET section 101.08], is not applicable unless the litigation relates to 
the engagement or is material to the firm or to the financial statements of the 
responsible party. 
—Interpretation 101 9, "The Meaning of Certain Independence Terminology and the 
Effect of Family Relationships on Independence" [ET section 101.11], is not 
applicable because the applicability of this interpretation is stated herein. 
[Replaces previous interpretation 101 11, Independence and Attest Engagements, January 
1996, effective January 31, 1996.] 
14 For purposes of this interpretation, this term shall mean the some us in interpretation 101 9, "The Meaning of Certain Independence 
Terminology and the Effect of Family Relationships on Independence" [ET section 101.11]. 
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PROPOSED DELETION OF RULING NO. 6 
UNDER RULE 101 
[Explanation] 
The Professional Ethics Executive Committee is proposing deletion of Ethics Ruling No. 6, 
"Member's Spouse as Accountant of Client," of ET section 191, Ethics Rulings on Independence, 
Integrity, and Objectivity (AICPA, Professional Standards, vol. 2, ET sec. 191.011—.012), because 
the substance of this Ethics Ruling has been incorporated into Interpretation 101-1, "Interpretation 
of Rule 101," of ET section 101, Independence (AICPA, Professional Standards, vol. 2, ET sec. 
101.02) (see "Proposed Revision of Interpretation 101-1 under Rule 101" on page 10). 
[Text of Proposed Deletion of Ruling No. 6] 
Member's Spouse as Accountant of Client 
Question—The spouse of a member is employed as an accountant by a client. Would the 
independence of the member or member's firm be considered to be impaired under these 
circumstances? 
Answer—Independence of the member or member's firm would not necessarily be considered to bo 
impaired. The performance of accounting services by the member would not impair independence 
if performed in accordance with the requirements of interpretation 101 3 [ET section 101.05], 
Therefore, the spouse of a member could perform the same functions as the member without 
impairing the independence of the member or member's firm. If, however, the spouse's functions 
were not in compliance with interpretation 101 3 [ET section 101.05], independence may be 
impaired and should be considered under interpretation 101 9, "Spouses and Dependent Persons" 
[ET section 101.11]. 
[Revised, effective June 30, 1990, by the Professional Ethics Executive Committee.] 
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PROPOSED REVISION OF RULING NO. 60 
UNDER RULE 101 
[Explanation] 
The Professional Ethics Executive Committee is proposing revision of Ethics Ruling No. 60, 
"Employee Benefit Plans—Member's Relationships With Participating Employer(s)," of ET section 
191, Ethics Rulings on Independence, Integrity, and Objectivity (AICPA, Professional Standards, 
vol. 2, ET sec. 191.119—.120), because its interpretation of the term significant influence as used in 
this Ethics Ruling may not constitute a conforming (that is, editorial) revision. Specifically, the 
definition of significant influence as proposed in ET section 92 uses the criteria established in 
Accounting Principles Board Opinion No. 18, The Equity Method of Accounting for Investments in 
Common Stock, and its Interpretations (see page 9). The Committee believes that for purposes of this 
Ethics Ruling, the term significant influence should be expanded to also prohibit certain individuals 
from being associated with the participating employer in a key position, or as a promoter, 
underwriter, or voting trustee. 
It is important to note that the member must also comply with Department of Labor independence 
rules when auditing benefit plans subject to DOL regulations. 
[Text of Proposed Revision of Ruling No. 60] 
Employee Benefit Plans—Member's Relationships With Participating Employer(s) 
.119 Question—A member has been asked to audit the financial statements of an employee 
benefit plan ("the plan") that may have one or more participating employer(s). Must the Would 
the member's maintain independence be considered to be impaired with respect to the plan if he 
or she had financial or other relationships with a participating employer(s) in order to be 
considered independent of the plan? 
.120 Answer—Independence would not be considered to be impaired with respect to the plan 
unless the member has a financial interest in the participating employer(s) or other relationships 
with the participating employcr(s) that would give the member if a partner or professional 
employee of the firm had significant influence over such employer(s). In addition, independence 
would be considered to be impaired if a covered member, a partner in a firm, or a professional 
employee in the office in which the lead attest engagement partner primarily practices in 
connection with the attest engagement is associated with an employer in a key position, or as a 
promoter, underwriter, or voting trustee. 
When auditing plans subject to the Employee Retirement Income Security Act of 1974 (ERISA), 
Department of Labor (DOL) regulations must be followed.7 
7
 Currently, DOL regulations are more restrictive than the position taken in this ruling. 
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PROPOSED DELETION OF RULING NO. 80 
UNDER RULE 101 
[Explanation] 
The Professional Ethics Executive Committee (the Committee) is proposing deletion of Ethics 
Ruling No. 80, "The Meaning of a Joint Closely Held Business Investment," of ET section 191, 
Ethics Rulings on Independence, Integrity, and Objectivity (AICPA, Professional Standards, vol. 
2, ET sec. 1.160—.161), because the substance of this Ethics Ruling would be incorporated into ET 
section 92, Definitions (AICPA, Professional Standards, vol. 2, ET sec. 92) (see proposed revision 
on page 6). 
[Text of Proposed Deletion of Ruling No. 80] 
The Meaning of a Joint Closely Held Business Investment 
Question—Under rule 101 [ET section 101.01] and interpretation 101 1 [ET section 101.01], a 
member's independence is considered to be impaired if, during the period of the professional 
engagement or at the time of expressing an opinion, the member or the member's firm had any joint 
closely held business investment with the client or any officer, director, or principal stockholder 
thereof that was material in relation to the member's not worth or to the net worth of the member's 
firm. What is a joint closely held business investment? 
.161 Answer—For purposes of rule 101 [ET section 101.01], its interpretations, and rulings, a joint 
closely held business investment is a business investment that is subject to control, as defined in 
FASB Statement No. 94 [AC section C51], by the member, the client, its officers, directors, or 
principal stockholders, individually or in any combination. 
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PROPOSED DELETION OF RULING NO. 108 
UNDER RULE 101 
[Explanation] 
The Professional Ethics Executive Committee is proposing deletion to Ethics Ruling No. 108, 
"Participation of Member or Spouse in Retirement, Savings, or Similar Plan Sponsored by, or That 
Invests in, Client," of ET section 191, Ethics Rulings on Independence, Integrity, and Objectivity 
(AICPA, Professional Standards, vol. 2, ET sec. 191.216—.217), because the substance of this Ethics 
Ruling would be incorporated into Interpretation 101-1, "Interpretation of Rule 101," of ET section 
101, Independence (AICPA, Professional Standards, vol. 2, ET sec. 101.02) (see proposed revision 
on page 10). 
[Text of Proposed Deletion of Ruling No. 108] 
Participation of Member, Spouse or Dependent in Retirement, Savings, or Similar Plait 
Sponsored by, or That Invests in, Client 
Question—A member participates in a retirement, savings, or similar plan ("Benefit Plan") that is 
cither sponsored by a client ("Sponsor Client") or invests in the Sponsor Client or in another client 
of the member ("Other Client"). Would the independence of the member or member's firm be 
considered to be impaired with respect to the Sponsor Client, the Other Client, or the Benefit Plan? 
Answer—Participation of the member in a Benefit Plan that is sponsored by a client or that invests 
in a client would impair independence with respect to the Sponsor Client, the Other Client, and the 
Benefit Plan. However, if the member's participation in the Benefit Plan arises as the result of the 
permitted employment of the member's spouse1 or dependent in accordance with interpretation 101-9 
[ET Section 101.11], independence would not be impaired if all of the following conditions are met: 
a.—The Benefit Plan is normally offered to all employees in equivalent employment positions. 
b.—The member does not participate in the engagement. 
c.—The member is not in a position to influence the engagement.2 
[Effective October 31, 2000] 
1A member's relationship with a cohabitant may be equivalent to that of a spouse. 
2Those in a position to influence the engagement are those who supervise or have direct management responsibility for, 
or provide direct technical consultation, quality control, or other oversight of the engagement. 
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Requests for Specific Comments 
Although the Professional Ethics Executive Committee encourages comments on all matters 
addressed in this exposure draft, respondents are asked to specifically comment on the following: 
Proposed Revision of ET Section 92 
1. Do you believe that the definition of covered member includes the appropriate individuals and 
entities? If not, please explain. 
2. Do you believe that the definition of individual in a position to influence the attest engagement 
appropriately includes those individuals who can reasonably be expected to influence the attest 
engagement? If not, please explain. 
3. Do you believe that the definition of key position appropriately covers those employment 
relationships that would impair independence if held by an immediate family member or close 
relative as described in the proposed Interpretation 101-1, "Interpretation of Rule 101," of ET 
section 101, Independence (AICPA, Professional Standards, vol. 2, ET sec. 101.02)? If not, 
please explain. 
4. The definition of significant influence as defined in Interpretation 101-9, "The Meaning of 
Certain Independence Terminology and the Effect of Family Relationships on Independence," 
of ET section 101 (AICPA, Professional Standards, vol. 2, ET sec. 101.11) (proposed for 
deletion), has been revised to cover only those relationships that meet the criteria established in 
Accounting Principles Board Opinion No. 18, The Equity Method of Accounting for Investments 
in Common Stock. This proposed definition is consistent with the Securities and Exchange 
Commission rules. Do you believe that this definition is appropriate? If not, please explain. 
Proposed Revision of Interpretation 101-1 
5. Proposed Interpretation 101 -1B would prohibit all partners and all professional employees in the 
firm from having a financial interest that results in the ability to exercise significant influence 
over an attest client. Proposed Interpretation 101-1C would prohibit a covered member, all 
partners, and all professional employees in the office in which the lead attest engagement partner 
primarily practices from serving in certain business and employment relationships with an attest 
client. Accordingly, Interpretation 101-1C would allow a professional employee who does not 
meet any of these criteria to be an employee or member of management of a client. For example, 
a tax manager— who provides no services to the attest client and resides outside the office in 
which the lead attest engagement partner practices—would be permitted to serve on the board 
of directors of an attest client. (This is consistent with current AICPA rules.) If instead that same 
tax manager held a 25 percent financial interest in the attest client, he or she would be deemed 
to have significant influence over the client and independence would be considered to be 
impaired under Interpretation 101-1B. This proposal constitutes a new prohibition. 
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Do you agree with the scope of individuals that would be subject to Interpretations 101-1B and 
101-1C as proposed? Or do you believe that the scope of individuals covered by both 
Interpretations should be the same? If you believe consistency is appropriate, please state 
whether you believe that the Interpretations should be conformed by applying the restrictions to 
all professional employees in the firm or solely to those professional employees who reside in 
the office in which in which the lead attest engagement partner primarily practices. 
6. Do you believe that significant influence is an appropriate threshold for determining when a 
financial interest held by those individuals covered under Interpretation 101-1B (that is, all 
partners and professionals in the firm) would impair independence? If not, please explain. 
7. Interpretation 101-1 would subject the immediate family of covered members to all of the 
independence rules with limited exceptions. Specifically, independence would not be considered 
to be impaired if a covered member's immediate family were employed by the attest client in a 
position other than a key position. In addition, the immediate family of certain covered members 
(that is, partners and managers who provide ten or more hours of nonattest services and partners 
in the office in which the lead attest engagement partner primarily practices) would be permitted 
to participate in a retirement, savings, compensation or similar plan that is sponsored by a client 
or that invests in as client (provided such plan is normally offered to all employees in similar 
positions). 
Do you agree that the immediate family of such covered members should be permitted to invest 
in an attest client as a result of their participation in a retirement, savings, compensation, or 
similar plan? Should such an investment in an attest client only be permitted when no other 
investment option is available? . 
8. Interpretation 101-1 would prohibit the immediate family of certain covered members 
(individuals who participate on an attest engagement and those who influence the engagement) 
from participating in an employer's stock compensation plan as a result of their permitted 
employment with an attest client. Do you agree with this prohibition? If not, please explain. 
Interpretation 101-11 
9. Due to the nature and scope of certain engagements under the Statements on Standards for 
Attestation Engagements (SSAEs) that are restricted to identified parties, Interpretation 101-11, 
"Independence and me Performance of Professional Services Under the Statements on Standards 
for Attestation Engagements and Statement on Auditing Standards No. 75, Engagements to 
Apply Agreed- Upon Procedures to Specified Elements, Accounts, or Items of a Financial 
Statement" (AICPA, Professional Standards, vol. 2, ET sec. 101.13), would permit a modified 
application of the independence rules for such engagements. Do you believe that the restricted 
nature of the report is the appropriate criteria for determining when a modified application of the 
independence rules could be used? If not, please explain. Do you believe there is some other 
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criteria that should be considered (for example, such as whether the subject matter of the report 
is financial or non-financial)? 
10. Do you agree that for those engagements covered by this Interpretation, it is appropriate to 
subject only those covered members as set forth under Interpretation 101-11 to the provisions 
of rule 101 and its Interpretations and Rulings? If not, please explain. 
11. Do you agree with another provision of Interpretation 101-11, which would prohibit only 
material financial relationships by the firm? If not, please explain. 
12. Interpretation 101-11 states that independence would not be considered to be impaired if a 
firm provided non-attest services that are proscribed under Interpretation 101-3 [ET section 
101.05] but are not directly related to the subject matter of the attest engagement. For 
example, a firm performs an engagement under the SSAEs that qualifies for a modified 
application of the independence rules. As part of a separate engagement, the firm processes 
the client's payroll, which involves having custody of the client's assets. Under this 
provision, as long as the subject matter of the SSAE engagement was not directly related to 
the provision of payroll processing services, independence would not be considered to be 
impaired. Do you agree with this provision? If not, please explain. 
13. Do you believe that there are other types of attest engagements that should be treated 
similarly (that is, where a modified application of the independence rules would be 
appropriate)? If so, please state which engagements you believe should be treated similarly 
and explain why. 
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